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HAVING  been  invited  to  speak  from  the  stand- 
point of  ''The  Shippers,"  it  may  not  be  out 
of  place  to  say  that,  owing  to  the  inability  of  Col. 
George  Pope,  president  of  the  National  Association 
of  Manufacturers,,  to  be  present,  our  esteemed  chair- 
man, Col.  Murphy,  generously  accepted  Col.  Pope's 
suggestion  of  my  name  as  a  substitute  for  his  own 
and  as  a  director  of  that  association. 

In  like  manner,  and  because  of  the  necessary  ab> 
sence  of  Mr.  George  A.  Post,  president  of  the  Rail- 
way Business  Association,  I  am  responding  to  the 
call  of  that  association  as  one  of  its  vice-presidents 
— thus  appearing  in  a  somewhat  dual  capacity. 

The  direct  business  with  which  I  am  identified  is 
such  that  it  is  allied  with  both  of  these  associations. 
As  criticism,  or  question  may  arise  as  to  the  un- 
biased view  point  of  a  company  selling  its  products 
to  railways,  I  trust  you  will  permit  me  to  say  that 
70  per  cent  of  my  company's  business  is  entirely 
removed  from  railway  contact — ^but  30  per  cent  hav- 
ing such  contact. 

These  conditions  being  explained  to  Col.  Murphy, 
he  requested  that  the  cause  of  the  shipper  be  pre- 
sented on  broad  lines. 

In  this  effort,  there  may  be  some  advantage  in 
having  two  angles,  or  view  points,  each  of  which 
may  be  tested  by  its  effect  upon  the  other — the  two- 
fold relation  thus  perhaps  serving  to  induce  a 
broader  and  fairer  consideration  of  the  question  in- 
volved. 


It  is  not  my  purpose  to  speak  as  a  shipper  from 
individual,  local,  community  or  district  standpoint; 
but  rather  from  the  broad  lines  of  the  whole  subject. 

What  is  the  interest  of  the  shipper  in  the  railway 
problem? 

This  question,  when  asked,  may  elicit  many  an- 
swers, the  most  common  of  which  would  doubtless 
be:  "low  freight  rates."  This  is  the  most  popular 
conception  of  the  primary  interest  of  the  shipper  in 
the  railways  of  the  country;  yet  upon  analysis  it  is 
found  that  every  industry,  every  commercial  enter- 
prise, and  every  individual  is  interested  not  only  in 
the  railways  as  such,  but  in  their  effective  and  profit- 
able operation  as  well. 

This  universal  dependence  varies,  however,  in  di- 
rectness, in  form,  and  in  the  consciousness  of  the  in- 
dividual. 

The  products  of  the  farm  would  be  of  relatively 
small  value,  minus  the  facilities  of  transportation  to 
markets  of  sale  and  consumption.  The  production 
of  the  infinite  variety  of  commodities,  essential  to 
the  maintenance  of  our  present  day  civilization,  is 
made  possible  by  the  railways.  The  daily  necessi- 
ties and  luxuries  of  life  come  to  us,  as  individuals, 
so  almost  automatically  as  to  warrant  the  expres- 
sion, ''as  free  as  the  air  we  breathe";  yet  we  have 
to  look  back  but  a  little  to  see  that  the  railway  is  the 
handmaiden  of  us  all. 

So  when  we  speak  of  the  ' '  shipper, ' '  we  naturally 
ask  who  is  the  shipper;  what  is  he;  and  why?  The 
answer  seems  obvious;  he  is  every  one  of  us — that 
is,  in  the  sense  that  every  one  of  us  is  an  interested 


party,  when  the  railways  of  the  country  are  under 
consideration. 

But  referring  to  the  shipper,  as  he  is  commonly 
conceived  in  our  business  life : 

How  often  have  we  heard  our  great  manufac- 
turers speak  of  the  two  fundamental  divisions  of  in- 
dustry as  consisting  of  making  and  selling  goods; 
and  of  further  likening  them  to  the  two  sound  legs 
upon  which  every  healthy  man  must  stand.  The 
analogy  is  apt,  so  far  as  it  goes,  that  is,  if  the  man 
has  merely  to  stand.  Just  so  with  the  great  furnace, 
the  great  mill,  or  warehouse — if  their  functions  are 
complete  with  the  goods  piled  before  their  doors. 
But  the  strong  man's  limbs  will  surely  atrophy  if  he 
has  no  road  to  travel;  just  as  all  manufacture  will 
stagnate  without  the  means  of  highly  diversified  dis- 
tribution of  its  products. 

Thus  there  is  a  third  fundamental  element  in  all 
industry  and  commerce,  appearing  at  the  threshold 
of  any  producing  enterprise,  and  again  when  the 
product  has  been  sold,  and  is  ready  for  distribution 
— transportation;  a  third  partner — not  within  our 
corporate  organization,  but  one  vitally  essential  to 
it.    How  shall  we  treat  him  ? 

We  are  extremely  careful  in  the  selection  of  our 
corporate  officials.  We  seek  men  of  the  highest  or- 
der of  ability  to  evolve  and  conduct  our  manufactur- 
ing processes ;  we  seek  men  of  judgment,  foresight, 
discretion  and  tact  to  outline  and  execute  our  com- 
mercial policies — to  sell  our  product.  And  as  we 
logically  regard  both  as  among  our  most  valuable 
assets,  we  conserve  their  health  and  strength  and 
stimulate  their  activity  by  liberal  compensation. 


We  do  these  things,  not  from  philanthropic  mo- 
tives, but  from  that  soundest  of  all  business  reasons 
— because  it  pays. 

Now,  if  all  industry  and  commerce  rest  upon  this 
triangular  base  of  making,  selling  and  distributing, 
why  should  we  jealously  guard  the  sustaining  power 
of  two  legs  of  the  tripod,  and  imperil  the  equilib- 
rium of  the  entire  structure  by  a  gross  indifference 
to  the  third? 

Perhaps  it  may  be  said  of  this  external  partner 
that  he  is  not  one  of  us ;  that  he  is  a  third  party. 

Could  anything  be  more  fallacious?  Can  we  say 
he  is  not  of  us,  when  without  him  we  would  have  to 
retire  from  business  1  Can  we  look  upon  him  askance 
— as  a  third  party,  when  we  realize  that  he  has  made 
possible  our  industrial  and  commercial  existence  ? 

Macaulay  has  said :  ' '  Of  all  inventions,  the  alpha- 
bet and  the  printing  press  alone  excepted,  those  in- 
ventions which  abridge  distances  have  done  most  for 
the  civilization  of  our  species." 

While  a  no  less  famous  writer  than  Lord  Bacon 
aptly  said:  ''There  are  three  things  which  make  a 
nation  great  and  prosperous — a  fertile  soil,  a  busy 
workshop,  and  easy  conveyance  for  man  and  goods 
from  place  to  place." 

I  assume  that  every  business  man  believes  in  the 
economic  theory  that  all  industry  and  commerce,  to 
survive,  must  be  conducted  at  a  reasonable  profit.  I 
also  assume  that,  individually,  every  one  of  us  is 
weak  enough,  or  human  enough,  to  buy  any  com- 
modity we  may  need  at  as  low  a  price  as  we  can  im- 
pose upon  the  seller  and— I  blush  to  add— regard- 
less of  whether  that  price  is  above  or  below  cost  of 


production — that  is  not  our  concern,  as  we  con- 
ceive it. 

In  an  economic  sense,  the  railways  are  selling,  and 
the  shippers  are  buying  a  commodity — transporta- 
tion. And  right  here  arises  the  anomaly  of  the 
transaction.  As  individuals,  when  you  sell  and  1 
buy,  we  are  each  of  us  wholly  untrammeled  by  any 
dictation  as  to  price  other  than  your  knowledge  on 
your  part  of  your  cost  of  production,  and  for  my 
own  part,  my  knowledge  as  to  the  figure  at  which  1 
can  secure  the  commodity  elsewhere.  Each  party  is 
a  free  agent,  with  discretion  to  act,  and  only  limited 
by  economic  considerations. 

On  the  other  hand,  how  different  when  we,  as  ship- 
pers, buy  from  the  railways ;  for  here  there  are  not 
two  independent  parties,  with  power  to  act.  The 
function  of  negotiation,  in  this  instance,  between 
these  two  elements  (seller  and  buyer)  is  vested  by 
law  in  the  Interstate  Commerce  Commission, 

Sitting  as  a  court  of  arbitration,  so  to  speak,  the 
commission  fixes  the  price  of  transportation.  Fol- 
lowing the  testimony  of  all  parties  at  interest  (and 
which  merely  comprises  the  two — the  selling  rail- 
way and  the  buying  shipper)  the  "reasonableness" 
of  a  proposed  rate  is  then  determined  by  the  com- 
mission. What  does  this  rate,  when  it  emerges  from 
this  process,  really  mean? 

Apparently,  it  means  nothing  definite ;  for  the  rail- 
ways are  not  securing  an  adequate  price  for  their 
commodity — transportation,  and  the  shipper  with- 
out knowing  whether  the  price  is  fair  or  not,  on  gen- 
eral principles  objects  to  it — on  the  assumption  that 
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it  must  be  high,  because  he  does  not  know  to  the 
contrary — so  inherent  is  this  instinct. 

Of  necessity,  these  rates  (while  before  the  com- 
mission) are  discussed  by  representatives  of  large 
groups  or  classes  of  shippers,  and  who  in  most  in- 
stances make  the  unhappy  error  of  assuming  that 
when,  as  a  group,  they  bear  down  the  rate  for  all 
hands  round,  that  is  for  all  shippers,  they  are  bene- 
fiting themselves,  in  somewhat  the  same  manner  as 
that  of  one  individual  as  against  another  in  an  open 
competition.  They  completely  overlook  the  fact  that 
stability  of  transportation  rates,  like  stability  of 
commodity  prices,  is  of  vastly  more  importance  to 
them  as  shippers  than  the  level  of  rates  themselves. 

These  rates  cannot  remain  stable  unless  they  are 
equitable;  for  stability  and  equity  are  manifestly 
inseparable  in  any  form  of  continued  activity,  and 
particularly  where  the  activity  comprises  three  such 
fundamental  contributory  elements  as  production, 
sale  and  distribution. 

Imagine  for  a  moment  these  three  elements  com- 
bined under  one  ownersliip  and  management ;  would 
the  executive  management  of  such  an  enterprise 
maintain  two  of  these  elements  on  a  sound  economic 
basis,  and  saddle  an  insuperable  burden  upon  the 
third?  Would  a  corporation  so  conduct  its  opera- 
tions as  to  permit  two  of  its  departments  to  prosper, 
while  it  impoverished  the  third,  and  which  would 
inevitably  impair  the  other  two?  And  yet,  the  prin- 
ciple governing  all  three  is,  in  an  economic  sense, 
the  same  under  diverse  ownership  as  it  would  be 
under  sole  ownership. 


The  wisdom  and  policy  of  maintaining  the  in- 
tegrity and  stability  of  the  triple  alliance  thus  be- 
come manifest. 

In  these  days  of  accelerated  development,  we  are 
frequently  made  to  realize  that  we  are  surrounded 
by  forces  or  conditions  vitally  affecting  our  exist- 
ence, but  as  to  the  real  effect  of  which  we  have  been 
unconsciously  ignorant. 

We  have  spoken  of  the  tripod.  It  so  happens  that 
there  is  another  vital  element,  not  so  frequently 
known  or  recognized,  but  of  vast  importance,  and 
really  making  it  a  quadruple  alliance.  Singularly, 
too,  this  fourth  element  proceeds  from  this  same 
''external  partner" — the  railway. 

One  branch  of  the  speaker's  business  has  been  in 
the  railway  equipment  line.  For  many  years  it  was 
noted  that  the  first  significant  sign  of  a  revival  of 
general  business,  was  railway  buying — and  its  ces- 
sation one  of  the  first  signs  of  impending  general 
recession. 

This  became  such  a  settled  conviction,  that  a  means 
of  testing  and  demonstrating  its  accuracy  was 
sought.  A  few  years  ago  I  had  the  curiosity  to  pro- 
cure data  from  the  well  known  Brookmire  Economic 
Service,  of  St.  Louis.  On  one  occasion  I  said  to  Mr. 
Brookmire  that  I  had  the  idea  that  if  a  chart  could 
be  constructed  indicating  the  curve  up  and  down 
through  the  years  of  railway  purchases  on  one  line, 
and  the  volume  of  general  business  on  the  other  line, 
it  would  be  found  that  an  upward  turn  on  the  rail- 
way purchase  line  was  pretty  regularly  followed  by 
an  upward  turn,  of  corresponding  magnitude,  upon 
the  general  business  line;  and  that  when  railway 
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purchases  went   down,   general  business   followed 
soon  afterward. 

Mr.  Brookmire  proved  to  have  a  unit,  measuring 
general  business,  based  upon  an  average  of  a  large 
number  of  commodities.  To  compare  railway  pur- 
chases with  this  unit,  we  arbitrarily  agreed  that  a 
representative  figure  would  be  "car  orders,"  ex- 
perience having  shown  that  when  car  orders  rise  or 
fall,  this  is  accompanied  by  a  closely  corresponding 
fluctuation  in  the  purchases  of  locomotives,  and  of 
the  various  products  which  are  used  in  building  and 
maintaining  track  and  structures. 

Just  here,  it  may  be  noted  that  under  normal  con- 
ditions the  railways  consumed,  directly  or  indirectly, 
from  40  per  cent  to  50  per  cent  of  the  total  iron  and 
steel  production  of  the  country. 

The  iron  and  steel  industry  having  long  been  rec- 
ognized as  the  great  barometer  of  general  business, 
the  relation  of  railway  purchases  to  general  busi- 
ness was  thus  further  emphasized. 

When  the  chart  was  laid  before  me  I  was  pleased 
to  find  that  my  prophecy  had  come  true  in  an  un- 
canny degree.  Enormous  in  bulk  are  the  transac- 
tions of  the  railways.  There  is  hardly  a  commodity 
which  the  roads  do  not  buy.  To  remove  from  the 
market  railway  purchases  of  almost  any  article, 
causes  a  readjustment  in  that  particular  industry. 

As  our  survey  progresses  into  the  industries,  a 
large  part  or  the  whole  of  whose  product  is  con- 
sumed by  the  carriers,  we  observe  two  things :  First, 
that  the  readjustment  amounts  to  a  convulsion  and 
prostration;  second,  that  this  prostration  of  indus- 
try immediately  brings  distress,  and  in  some  com- 


munities,  disaster  to  every  branch  of  trade  and 
manufacture. 

In  other  words,  railway  purchasing  power  is  so 
great  a  factor  in  total  purchasing  power  of  the 
country  that  its  instability  spells  general  instabil- 
ity. Anything  which  affects  the  railways  adversely 
is  instantly  communicated  to  the  whole  business 
structure. 

From  time  to  time  I  have  thought  it  worth  while 
to  have  this  chart  brought  down  to  date.  In  the 
fall  of  1914,  the  line  indicating  railway  purchases 
sank  to  a  point  lower  than  the  point  shown  at  any 
time  in  1908,  the  previous  low  point  for  the  period 
covered  by  the  chart,  which  begins  with  1901.  The 
business  index  in  1914  followed  the  railway  pur- 
chasing index  down,  with  about  three  months  inter- 
val, and  reached  a  level  lower  than  the  low  point  in 
1908.  Before  the  end  of  the  year  the  business  index 
shot  sharply  upward,  in  advance  of  any  upward 
trend  in  railway  purchases. 

In  the  spring  of  1915  railway  purchases  rose  a  few 
points.  In  the  latter  half  of  1915  we  had  the  un- 
precedented phenomenon  of  a  business  index  rising 
almost  perpendicularly,  until  in  the  autumn  of  1916 
a  substantially  higher  point  has  been  reached  than 
at  any  time  in  the  years,  whereas  simultaneously 
railway  purchases  turned  sharply  downward.  Car 
orders  in  the  middle  of  1916  had  reached  a  lower 
point  even  than  in  the  middle  of  1914.  Hence,  a  six- 
teen year  period  closed  with  the  business  index  at 
the  highest  point  ever  shown,  and  the  railway  pur- 
chases at  a  low  point  for  the  period. 
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It  has  been  conclusively  shown  that  under  normal 
conditions,  the  vast  railway  purchasing  power  is  the 
fundamental  factor  in  the  general  business  of  the 
country. 

So  this  "external  partner"  not  only  starts  the 
wheels  of  business — general  business,  but  controls 
its  movement. 

We  now  have  a  structure  supported  by  four  legs 
— ^two  of  which  are  the  railways.  With  two  legs  im- 
paired, what  support  can  the  other  two  legs  give  to 
this  structure? 

The  business  index,  at  the  present  moment,  has 
reached  the  limit  of  the  barometer,  so  if  it  continues 
to  rise,  a  new  instrument  will  have  to  be  provided. 
The  "railway  purchase"  barometer,  however,  even 
with  the  recent  large  purchases,  is  still  below 
normal. 

But  your  time  need  not  be  consumed  in  a  dis- 
cursive proof  that  the  apparent  exception  involved 
in  the  chart  for  1916  was  due  to  another  gigantic 
purchasing  power  coming  into  the  market  at  a  time 
when  the  railways  were  not  buying — namely,  the 
munitions  contracts  and  war  business. 

What  will  be  the  total  purchasing  power  of  the 
American  people  at  the  close  of  the  war  in  Europe? 

You,  gentlemen,  have  before  you  two  diametrically 
opposed  prophecies.  Profits  have  been  made  in 
munitions  manufacture  and  in  a  wide  range  of  mis- 
cellaneous manufacture  and  trade,  growing  out  ot 
the  purchasing  power  so  created.  You  are  asked  by 
some  to  believe  that  these  profits  will  give  America 
means  to  continue  the  maintenance  of  active  trade. 
Another  important  item  of  accumulation  of  capital 
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you  are  told,  will  be  the  retention  in  this  country 
of  great  sums  formerly  sent  annually  to  Europe,  m 
the  shape  of  interest  and  dividends  upon  American 
securities  held  there,  but  bought  back  by  Americans 
in  the  course  of  the  European  conflict. 

You  have  been  invited  to  consider  European 
necessities,  in  the  way  of  replacing  machinery  and 
plant  destroyed  by  the  war,  and  promising  large 
consumption  of  American  products.  Those  who  em- 
phasize this  view,  underscore  also  the  scarcity  of 
labor  abroad,  due  to  death  and  disfigurement  in  the 
war,  assuring,  they  think,  high  labor  cost  in  Europe, 
as  well  as  under-production.  These  factors,  we  are 
urged  to  believe,  will  make  it  easy  for  the  United 
States  to  compete  with  Europe  in  trade,  after  the 
war. 

From  others,  you  have  the  opposite  prediction 
made  with  equal  positiveness.  You  are  reminded 
by  them  that  the  United  States,  just  prior  to  the  out- 
break of  hostilities,  was  in  a  state  of  extreme  in- 
dustrial depression.  They  state  that  nothing  has 
occurred  since  to  improve  industrial  conditions  in 
this  country,  except  the  war. 

A  new  currency  system,  it  is  admitted,  has  gone 
into  effect,  and  everybody  hopes  that  this  will  give 
America  the  same  immunity  from  financial  panics 
which  has  been  enjoyed  by  most  countries  of  the 
world  for  many  years.  But  it  was  not  a  panic  which 
precipitated  the  condition  which  existed  in  the 
United  States  in  the  middle  of  1914.  There  had  not 
been  a  financial  convulsion  since  1907.  In  1913,  busi- 
ness had  reached  a  high  mark.    We  may  have  wide- 
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spread  and  prolonged  depression,  whether  or  not 
precipitated  by  panic. 

The  American  financial  position,  again,  it  is  as- 
serted by  some,  is  not  really  as  strong  as  it  seems. 
Busy  as  a  great  part  of  our  industrial  equipment  now 
is,  and  large  as  have  been  some  people's  profits  I 
need  hardly  say  to  you,  gentlemen,  that  the  manufac- 
ture of  munitions  has  brought  disaster  to  some,  and 
meager,  if  any  profit  to  many ;  and  that  there  are  a 
number  of  industrial  plants  not  doing  at  the  present 
time  more  than  a  small  percentage  of  the  capacity 
for  which  they  are  prepared. 

We  warn  you  to  be  alarmed,  moreover,  at  certain 
habits  which  have  become  prevalent  in  America. 
There  is  a  universal  extravagance,  personal  and 
corporate.  This  applies  to  employes,  but  it  also  ap- 
plies to  managers.  Arising  from  this,  and  other 
causes,  there  is  a  cost  of  doing  business  which  is 
undoubtedly  the  highest  ever  known  in  any  country, 
at  any  time. 

Contrast  this  situation  with  what  we  see  abroad. 
Consult  astute  observers,  familiar  with  what  has 
been  accomplished  by  the  warring  nations  in  or- 
ganization of  their  resources.  They  declare  that 
Europe  has  made  great  moral  gains.  The  warring 
nations  have  organized  their  resources.  They  have 
developed  discipline,  economy,,  adaptation  of  means 
to  ends,  co-operation  of  managers  and  men,  general 
co-ordination  of  energies.  These,  they  assert,  have 
given  Europe  a  productive  capacity,  a  great  deal 
more  than  offsetting  the  loss  through  death  and  dis- 
ablement in  the  war.  Not  the  least  new  factor  is  the 
labor  of  women. 
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Europe,  again  it  is  declared,  has  fully  restored 
the  habit  of  saving,  which  had  in  some  countries  been 
somewhat  relaxed  before  the  war.  Those  who  look 
at  it  in  this  way  conceive  Europe  as  a  group  of 
highly  efficient  nations,  drilled  thoroughly  and  dras- 
tically, capable  of  accumulating  capital  even  when 
doing  business  at  cut-throat  prices,  ready  to  repeat 
the  miracle  of  the  past  in  the  direction  of  paying  off 
war  debts,  hungry  for  foreign  markets,  and  looking 
with  avaricious  eyes,  not  only  upon  those  consumers 
abroad  throughout  the  earth  to  whom  America  must 
sell  if  America  is  to  hold  her  ground,  but  upon  con- 
sumers in  the  United  States  itself. 

You  have  before  you  these  two  views.  Some  tell 
you  that  the  troubles  of  the  railways  are  not  your 
troubles  as  a  matter  of  purchasing  power,  because 
prosperity  will  persist  after  the  war  in  any  event. 
On  the  other  hand,  you  are  asked  to  regard  the  trou- 
bles of  the  railways  as  your  troubles  on  the  score  of 
purchasing  power  because,  it  is  predicted,  you  will 
be  in  the  greatest  possible  need  of  railway  purchas- 
ing power  as  soon  as  the  war  purchasing  power  is 
withdrawn. 

Now  it  is  not  necessary  to  ask  you  to  espouse 
either  of  these  views.  All  that  I  need  urge  upon 
you  is  the  vital  importance  of  doing  the  utmost  that 
in  you  lies,  to  meet  the  situation  whichever  prophecy 
proves  inspired.  Here  is  a  great  national  juncture. 
Is  it  not  the  part  of  prudence,  as  it  would  be  in  a 
critical  business  situation  facing  any  one  of  you  in 
your  own  affairs,  to  assume  the  worst,  and  put  your 
house  in  order  accordingly! 
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It  is  not  advocated  that  the  railways  of  the  United 
States  should  be  encouraged  or  permitted  to  buy 
one  unnecessary  dollar's  worth  of  equipment  or  ter- 
minal facilities ;  or  to  construct  one  unnecessary  mile 
of  road.  One  of  our  greatest  sins  as  a  nation  is, 
that  we  buy  things  which  we  don't  need,  and  which 
we  would  be  better  off  w^ithout.  But  no  such  situa- 
tion exists.  It  used  to  be  the  accepted  scheme  of 
things  to  assign  to  the  railways  a  certain  part  in 
building  up  the  country. 

For  years  and  years  the  roads  have  not  been  play- 
ing that  part,  but  have  been  lagging  upon  the  stage ; 
postponing  what  they  could,  patching  up  what  they 
must,  and  all  but  ceasing  to  grow. 

You  have  been  told,  until  it  must  have  been  im- 
pressed upon  you,  that  not  1,000  miles  of  railway 
were  built  in  the  United  States  last  year — the  great- 
est year  in  volume  of  general  business  for  the  rail- 
ways to  carry,  in  our  history. 

That  brings  me  to  the  single  provision  of  law 
which  I  have  selected  from  among  the  many  now 
pending  before  Congress  to  call  to  your  special  at- 
tention. The  phase  I  have  in  mind  has  nothing  to 
do  with  state's  rights.  It  has  nothing  to  do  with 
incorporation,  or  the  regulation  of  security  issues. 
It  has  nothing  to  do  with  the  organization  of  the 
Interstate  Commerce  Commission  or  any  of  its  aux- 
iliaries. What  it  .has  to  do  with,  is  the  standard 
which  the  National  legislature  shall  set  by  statute, 
whereby  the  Interstate  Commerce  Commission  is  to 
measure  railway  earnings  in  the  regulation  of  rates. 

I  never  drew  a  bill,  or  an  amendment  to  a  bill,  in 
my  life.    To  this  abstinence  I  attribute  in  part  the 
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good  health  which  I  enjoy,  and  such  degree  of  pros- 
perity as  a  gracious  Providence  has  intermittently 
allowed  me.  I  shall  not  offer  you  statutory  lan- 
guage. The  best  I  can  do  is  to  give  you  what  I 
hope  you  will  regard  as  business  English.  If  I  were 
you  I  would  do  all  I  could  to  promote,  not  in  the 
next  Congress  or  the  Congress  after  that,  but  in  the 
Congress  which  expires  March  4,  1917,  the  enact- 
ment of  an  amendment  either  in  connection  with 
bills  to  meet  the  eight  hour  situation,  or  to  the  act 
to  regulate  commerce,  providing  that  the  rule  for  the 
measure  of  earnings  in  regulating  rates  shall  be  in 
substance  the  same  rule  that  any  board  of  directors 
of  any  business  corporation  on  this  planet  would 
have  to  follow  if  that  corporation  were  to  thrive 
and  grow  and  perform  the  functions  expected  of  it. 

Three  alternatives  exist.  One  is  to  regulate  in- 
dividual rates  with  regard  to  their  reasonableness 
and  with  regard  to  discrimination  without  consider- 
ing the  relation  of  total  revenue  to  total  expenses. 
In  other  words,  bankruptcy  and  Government  own- 
ership. If  that  is  what  you  want,  you  can  have  it 
by  leaving  the  law  as  it  stands. 

The  second  alternative  is  to  ordain  that  rates 
shall  be  high  enough  to  produce  earnings  out  of 
which  improvements  and  extensions  and  the  devel- 
opment of  territory  not  now  served  can  come  with- 
out the  investment  of  new  capital  through  stocks 
and  bonds.  It  may  be  that  you  gentlemen  can  per- 
suade the  Congress  of  the  United  States  to  pass 
such  an  amendment,  but  I  do  not  believe  you  can. 

The  third  alternative  is  to  lay  down  the  rule  that 
such  a  rate  structure  shall  be  permitted  in  every 
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large  region  that  on  the  average  of  all  the  roads 
traversing  that  region,  and  on  the  average  over  a 
period  of  years,  earnings  shall  be  sufficient  to  at- 
tract investment  for  additions  and  betterments  to 
existing  lines,  and  for  construction  of  new  mileage. 

I  do  not  profess  to  prophesy  whether  Congress 
will  pass  such  an  amendment  or  not.  I  do  predict 
without  hesitation  that  if  Congress  does  not  adopt 
such  an  amendment,  the  end  of  the  war  in  Europe 
will  in  due  course  be  followed  by  an  American  de- 
pression of  the  first  magnitude  in  severity  and  in 
length  of  duration. 

You  had  it  in  1914,  before  this  war  began.  You 
will  resume  it  after  this  war  is  over,  if  you  do  not 
allow  this  gigantic  railway  purchasing  power  to  take 
the  place  of  the  gigantic  purchasing  power  which 
will  be  taken  out  of  your  markets  when  munitions 
and  war  contracts  cease  to  operate. 

Therefore,  gentlemen,  the  true  relation  of  the 
shippers  to  the  railway  problem,  is  to  have  this 
problem  solved  quickly,  fairly,  economically;  but  in 
such  a  way  as  will  place  this  great  industry  upon  a 
proper  business  basis,  with  that  full  measure  of 
prosperity  which  will  enable  it  to  again  take,  and 
maintain,  its  proper  position  as  the  great  funda- 
mental factor  in  our  national  prosperity. 

This,  every  shipper  in  the  country  can  logically 
urge  upon  the  broad  ground  of  ' '  live  and  let  live ' ' ; 
of  equity,  of  fair  dealing,  further  reinforced,  if 
need  be,  upon  the  most  narrow  ground  of  ''self- 
interest." 
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Chicago  Railway  Equipment  Co. 

C  H     C  AG  O 


OFFICE     OF     THE     PRESIDENT 


March  30th, 1917 


Prof.  W.  T.  Jackman, 

University  of  Vermont, 

Burlington,   Vermont. 
Dear  Sir:- 

Am  handing  you  the  inclosed  pamphlet, 
believing  that  the  economic  problem  involved,  as 

well  as  the  basic  factor  developed,  will  be  of 

interest  to  you. 

Shall  be  pleased  to  receive  any 

comment  or  criticism  which  may  occur  to  you. 

Very  truly  yours. 

President 
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